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PROJECT DESCRIPTION

In aggiton 1o the descripton, this Saction Should seek to adaress all isspas retevant to the gacision Damg sIuIt T
ro conflisie praeperts far bpgrs RS iRace Aeal esroat ea ot

- §82.2 milhon, 12-month LIBOR-pased lean 1o First Cambnage HC1 Acquisincns, LT 3 3PS sanssiing sc 1y ot td
properties )

- The loan 1s priced at LIBOR + 175bps resulting in a $1.030 million make whole

- The loan is 100% guaranteed by HEALTHSQUTH

- Proceeds from the loan will be used to purchase 14 HEALTHSOUTH propertes

[T €51 e (-]

b=

- First Campndge has set the cap rate at 10.5% yielding $8.3 milion in rents resuiting in ESiTDA rem soveraz2 ot I
- The Ioan is essentially a "bridge* to an IPQ estimated 10 be conducted witnin the first 5-9 montns o 2222, US3 Warpurg Ras cesn
identified as the sole bookrunning manager )
- UBSW has had multiple discussions with HEALTHSOUTH regarding the refinancing of HRC's $1 T3 cunca S22 Zraxt

QOpportunties for cross product seling to the chient in this project (29. Cross seling ¢ inancing preousss, £3, Teas.™y oTo2uits. 32ts &
internal discussion which have taken place to date)
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Addendum, First Cambridge HCI Acquisitions, LLC

EXECUTIVE SUMMARY

UBS Warburg will act as Lead Arranger on a 12-month. 582.2 millign senior securad term loan 1o Furss
Cambridge HCI Acquisition, LLC (HCI} a special purpose enuty (the “SPE” or “Sorrower”). The SPE s
a stand-alone entity with its own corporate governance run by Bill Harlan, Presigent, ang 100°,
owned by Jean-Claude Saada. The SPE has is currently negotiating the purchase of 13 HEALTHSOUTH
{"HRC") properties (a diversified mix of propertues that coliecuvely proguce, for the $-monins 2nosc
89/30/01 annualized, $120.0 million in revenues and $42.7 million in EBITDA). HClintergs 1o 2nter
into a sate-teasepack transaction with HRC for the properties for an estimated purchase prica of 880 2
million. This credit facility will be secured by the lease siream payments owed 10 the Borrowsr by
HEALTHSOUTH Corporation and 100% guaranteed by HEALTHSOUTH. The properties will ba niole-
net leased, under one master lease 2 greement, for fifteen years with the cption to exiend thadease
agreement in annual increments after the initial expiration of the master lease. HRT wiil alsa mantan
the option to buy back these facilities upon expiration of the intiai master lease. Tne cap rata has
been established at 10.5% yielding approximately 38 34 millien in rental income for Kl UBS will in
effect be exposed to HRC credit risk, as HRC will be the tenant of all 13 properties. and HR.C 15 bounc
by a duly executed Keepwell Agreement. HCI will establish the SPE. consisung ef HRC prooeruas, as
the platform for its proposed REIT and intends 1o close additional accusitions of seleciad healtriare
properties within the first 3-8 months of 2002. KHCl interds to estaoiish a tota! portfolo ¢f
approumately 25-30 propertes (that produce in excess of 3200 million in revenues and $5C-70
miliion in EBITDA)Y within the first 3-8 months of 2002 and simultaneously conduct an init.ai Pudlic

tfenng ("IPO") {for the newly formed REIT) for wwhich UBS Vvarourg has oeeniaentified as ine 5ie
Bookrunning Manager.

The SPE is formed to hold the 14 HRC properties. HCI will acguire adcitonal propertes 1o budd upon
the 14 properties that will function as anchor properuies for the REIT. HCI wili acquire an agdtional
10-15 properties before going public as a REIT in early 2002, The procesds trom tne IPO will be used
10 pay-oif the $82.2 million loan.

HEALTHSOUTH RATIONALE

¢« HEALTHSOUTH has a vested interest in developing a relauonship with HC) in order to secure a
fiexibie and expedient "financing™ vehicle for future sale-leaseback transactions.

+ In addition, HRC also stands to benefit from a lang-term relationship with Cambridge, a leading
ceveloper of medical facilities.

+ Finally, HEALTHSOUTH will use the proceeds from the croperty sale to pav down evstng debt -
assisting in fulfilling its goal of continuous debt reguction

HEALTHSOUTH KEEPWELL AGREEMENT

The HC! Credit Agreement for §82.2 milhion willncluds z+ 22002l Agrzementinine form o a wd=
letter agreement. HRC will be bound by the kespwall Agreement in ine event of 3 gefaull and'or
foreclosure on any of the 14 properties that are in cne masier lease. The Agreemeant vkt cover the
entire loan amount.

ok UBS Warburg
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TR ITENTUN I

CAMBRIDGE HOLDINGS AND HCI

Cambndge Holdings, Inc., a Datlas-based real estate firm specializing in the develogment, aiguis uar,
ownership, management and dispesition of highly 1ntegrated, stata-of-the-ar, INCOM2-RIocudIng
healthcare properties, was founded by Jean-Claude Saada in 1987. Thes2 properuies inclugs mec:Zal
office buildings ("MOBs"), integrated medical facilities, ambulatory surgary centafs. C:agrosic TS,
physician clinics and specialty haspials.

Members of the Cambridge team have successfully acquired, develooed, re-deveioped. re-pos:toned
and managed $1.2 billion in healthcare real estate. Cambridge specializes sn the develepment and
operation of all types of highly integrated, state-of-tne-art healthcare facitues that serve the siraiegic
goals of its partners while facilitating convenent delivery of healthcare senvices 1o patients. Tnese
projects are typically developed in off balance sheet arrangemants that do not adg assels ang
rnanagement burdens to the hospitals’ holdings but still provide the advantage of new state-ot-tne-
art facilities that attract physicians and their patient referrals into the hospitals. Camopnidge’s current
strategy expands its reach beyond hospital campuses 10 include similar arrangements with non-
hospital operators of ancillary, off-campuses facilities.

The Cambridge team has acquired and developed 160 healthcare facility properuigs totanng 8 millien
square feet.

Bill Harlan established HCI in February 1999 as a privately held real estate invesiment entty
specializing in the acquisition of income-producing healthcare properties that are lzasad 1o nealthcare
operators. tn July 2000, Mr. Harlan merged HCI into Cambridge Holdings, ind. For tn@ puroos2 o
this ransaction, HCI will form a special purpose entity, which will be a whoily owwned sudndiany of
HC1, and function exciusively as 2 REIT.

Bill Harlan's expertise in healthcare financng and fus broad base of relauonshies gained dunrg 5
years’ experience in healthcare property acquisition is invaluable 1o Cambndge Bill ;oinec Camornidpe
wihen his firm, Healthcare Capital Investors (RCY, merged with a subsiciary of Camondge. Fnar 1o the
farmation of HCL he was 3 founding mernber of executve management for Capsione Caonsl
Corporation, formerly a Birmingham. Alabama-based oublicly traded healthcare REIT. Bill served as
Senior Vice President and head of Acquisitions and Development at Capstone. He was tne pnmary
officer responsible for Capstone’s healthcare property acquisiicns {includirg negotiating,
underwritng and structuring) and portfoiio growtn. When Bill left Capstone in 1937 The company’s
porifolio stood at more than $700 million in 120 diversified healthcare propernes natiomvide, Beiore
ris atfiliation with Capstone, Bill spent nearly 20 years at Souintrust Bank whnere he Tounded the
bank's healthcare division and managed it for 15 years. He deveioped project financing for more than
50 healthcare facilities and more than $500 million in transactions. Bill holds a Bacheior's Degres in
finance from Auburn Unwersity.

o UBS Warburg . :
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RELATIONSHIP WITH HCl & HRC

gen Lorello and Bill McGahan'S relationship with Bill Hatlan, President of HCI, dates back 1o Cansione
Capital Corporation, a publicly traded healthcare REIT. wnere Bul Harlan was a member of senior
management and Tadd McVay served as CFO (currently treasurer of REALTHSOUTH)

Ben Lorello and Bill McGahan have maintained a strong and long-standing relationship with HRL for
over 15 years. in that time they have completed 33 transactions in a lead role, totaling $11.6 bilion
in the past 12 months alone, UBSW has served as Sole Bookrunning and Lead Manager on tnree HRC
debt offerings totaling approximately $1.3 billien:

+ $300 million Seniar Notes Offering on September 24, 2001
+ $375 million Senior Notes Offering on January 25,200

+ $350 million Senior Syubordinated Notes on September 20, 2L00

Upcoming Transaction: HRC will be refinancing its existing $1.75 billion Credit Faciity in the firss
three months of 2002 which will be coupled with a corporate finance transaction. UBSWY expels a
very senior role in both transacons.

&k UBS Warburg
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